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Open Letter of Support for 
Academics under Attack in Turkey 

Academics in Turkey are being detained, investigated, 
and fired for petitioning their government on the 
conflict in Kurdish cities and towns. U.S. academics, 
professional associations, and human rights advocates 
are criticizing these human rights violations and 
offering support to the academics from Turkey under 
attack. 

The following letter was delivered (along with letters 
from URPE; Middle East Studies Association; UAW 
Local 2865, the Union for Teaching Assistants, Tutors, 
and Readers in the University of California school 
system; Binghamton University Sociology Depart¬ 
ment (a recent graduate is going on trial in Turkey in 
a few weeks) and GSOC-UAW 2110, the Union for 
Graduate Employees at New York University) to 
the Turkish Consulate General (Ertan Yalcpn) and 
U.N. representative (Ya§ar Halit Cevik) in NYC on 
January 29, 2016. 

“As academics associated with colleges and universities 
in the United States, we strongly oppose the recent 
attacks on academics in Turkey. The harassment, 
investigations, and detentions are a response to the 
basic act of petitioning the government, namely, 
signing the statement “We will not be a party to this 
crime,” which urged the Turkish government to cease 
hostilities against its Kurdish population and return to 
peace talks. The repressive responses to this act are 
antithetical to the spirit of our work as academics, and 


no notion of “Turkishness” can justifiably curtail our 
exercise of academic freedom. 

We call upon the Turkish government to immediately 
cease and desist all investigations into, and prosecutions 
of, signatories to the statement “We will not be a party 
to this crime.” 

We call upon the Turkish government to immediately 
release all detainees who are signatories to the state¬ 
ment “We will not be a party to this crime,” and to allow 
travel outside the country and free movement within. 

We express our solidarity with these brave academics 
and pledge our support through the public and private 
means available to us. “ 

You can read the letter sent by URPE President, Paddy 
Quick, on page 3. 
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About URPE 


Founded in 1968, The Union for Radical 
Political Economics (URPE) is an inter¬ 
disciplinary membership organization of 
academics and of activists. Our mission is to 
promote the study, development and application 
of radical political economic analysis to social 
problems . This involves a continuing critique of 
both the capitalist system, and of all forms of 
exploitation and oppression. URPEs mission 
also includes, coming out of this critique, 
helping to construct a progresive social policy, 
and a human-centered radical alternative to 
capitalism. 


The URPE Newsletter 

The URPE newsletter is published 
quarterly by the Union for Radcal Political 
Economics. The newsletter is a place for URPE 
members to publish shorter articles, opinion 
pieces, abstracts and reviews as well as make 
announcements that may be of interest to URPE 
members. All submissions can be sent to the 
newsletter editor, Frances Boyes, via email at 
urpe@urpe.org. 

Permission to reprint material from the 
newsletter is granted for non-commercial uses, 
provided that the newsletter is credited as the 
source, and that two copies of the publication (or 
web link) are sent to the URPE National Office. 
For any commercial permissions, please contact 
the National Office. 








URPE Newsletter 


Page 3 


www.urpe.org 


Fall 2015& Winter 2016 


Dear Prime Minister Davutoglu: 

The Union for Radical Political Economics strongly 
condemns the attacks on members of the Turkish 
academic community who signed the "Peace Petition". 

We understand that economists, including members of 
the Union for Radical Political Economics, are among 
those who signed this petition calling for an end to 
state violence against Kurds and the resumption of 
peace negotiations. Regardless of the positions that 
people may take on these particular issues, both 
academic freedom and the right to free speech require 
that those expressing their views be allowed to do so 
without fear of reprisal by either government or 
university authorities. President Recep Tayyip 
Erdogan's public characterization of the signers as 
"traitors" appears to have set in motion punitive action 
by both of these. Thus we understand that criminal 
investigations against the signatories have begun and 
that some universities are threatening to fire, or have 
already fired, members of their faculty who expressed 
their views by signing this petition. 

The Union for Radical Political Economics includes 
members from many countries around the world, 
including Turkey, who, while holding a wide variety of 
political views, share the goal of advancing a radical 
analysis of political and economic issues. As such we 
are committed to the promotion of open discussion of 
all such issues, and the protection of the free speech 
rights of all participants in these discussions, including 
members of the academic community. 

We therefore respectfully ask your government to take 
action to defend those under attack for their public 
expression of their views, and to uphold the principles 
of human rights, free speech, and academic freedom. 

Respectfully, 


Abstract 


IS THE IPCC's 5TH ASSESSMENT A DENIER OF 
POSSIBLE MACROECONOMIC BENEFITS FROM 
MITIGATING CLIMATE CHANGE? 

RICHARD A. ROSEN 

Tellus Institute, Boston, MA 02116, USA 

This review summarizes what we know about the 
macroeconomics of mitigating climate change over 
the period 2010 to 2100 as presented in the 2014 IPCC 
Working Group III report. The review finds that little 
more, if anything, has been learned about the 
macroeconomics of mitigating climate change over the 
long run since the 2007 IPCC report. Furthermore, while 
the 2014 report is quite self-critical about the serious 
weaknesses in its methodologies, the self-criticisms 
are not explicitly taken into account when the net 
macroeconomic costs of mitigation are reported. Nor 
do the research teams that run the integrated 
assessment models relied on in the report utilize any 
systematic methodology for assessing the inherent 
uncertainty in the macroeconomic results reported. 
Thus, the basic quantitative "findings" are mislead¬ 
ing — and, perhaps, even deceptive — in part because 
they appear to preclude the possibility of large 
macroeconomic benefits from mitigating climate 
change. 

Keywords: Economics of mitigation; critique of 2014 
IPCC report; Integrated Assessment Models; econom¬ 
ics of climate change 

Read More: http://www.worldscientific.com/doi/ 
abs/10.1142/S2010007816400030?src=recsys& 


Paddy Quick, Ph. D. 

President, Union for Radical Political Economics 
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Association of American 
Geographers (AAG) 

Annual Meeting 

29 March - 2 April 2016, San Francisco 

Interdisciplinary Session 

Reestablishing a Relationship 
Between Heterodox Economics 
and Critical Urban and 
Economic Geography 


Session organizers: 

Gary Dymski (Leeds University, UK) 

Marshall Feldman (University of Rhode Island, USA) 


Sponsored by the Economic Geography ; Regional 
Development and Planning, Socialist and Critical 
Geography, and Urban Geography Specialty Groups 


Mainstream economics has been widely criticized for 
failing to predict and adequately explain the current 
economic crisis (Beker 2010; Krugman 2009; Lawson 
2009). In contrast, two other branches of knowledge 
distinguished themselves by anticipating and even 
predicting the crisis and by providing substantial 
insights into the processes underlying it. One is based 
in critical variants of heterodox economics, mainly 
drawing heavily from Marxist, institutionalist, and 
post-Keynesian political economy, and to a lesser 
degree work descending from Henry George (Bezemer 
2011; Goldstein and Hillard 2009). The other is based 
in a subset of the overlapping areas of critical urban 
studies and economic geography (Christophers 2011, 
2014; Davies and Imbroscio 2010; Harvey 2012). 


Yet a remarkable gulf separates relevant heterodox 
economics and these subfields of human geography. 
In the 1970's and early 1980's urban and economic 
geography underwent a radical transformation, 
increasingly rejecting "spatial science" rooted in 
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neoclassical economics and turning instead to geo¬ 
graphical approaches related to various strains 
of heterodox economics, particularly Marxist, 
institutionalist, Keynesian, and neo-Ricardian 
variants (cf. e.g.. Walker and Storper 1991; Sheppard 
and Barnes 1990). In contrast to neoclassical 
economics, with its methodological individualism 
and consequent microeconomic focus on individual 
behavior, these heterodox strains emphasized societal 
structures, social relations, and institutions, leading to 
a more macroeconomic form of analysis. David 
Harvey's (1978; 2006) work was extraordinarily 
seminal in this transformation, inspiring new areas in 
economic and urban geography, such as the geography 
of money and finance (Ieyshon2004thelimits). On the 
other side, prominent heterodox economists - such 
as Ann Markusen, Barry Bluestone, Bennett Harrison, 
David Gordon, and Matthew Edel - brought heterodox 
economic theory to bear on the concerns of urban and 
economic geography, and in the process transformed 
heterodox economic analysis itself by making the 
spatial dimension a fundamental component. If not 
married, critical urban/economic geography and 
heterodox economics were at least keeping company. 

But in the following decades heterodox economics 
and critical urban and economic geography drifted 
far apart. By 2009, when the AAG designated Paul 
Krugman "an honorary geographer" for his 
theoretical work on geographical trade patterns and 
the subsequent research it spawned, the divorce was 
almost complete. Krugman (1998) described this "new 
economic geography" as one employing models that 
are "fully general-equilibrium and clearly derive 
aggregate behaviour from individual maximization." In 
other words, as unabashedly mainstream and largely 
neoclassical. In a paper delivered at an AAG plenary, 
Krugman (2011) recognized the distance between 
mainstream economics and economic geography, 
attributing it to differences in methodology, questions 
asked, and kinds of answers sought, while totally 
ignoring heterodox critiques of these features of 
mainstream economics. 

Today heterodox economics and critical urban/ 
economic geography exist in almost complete 
isolation from one another. For example, the index of a 
collection claiming to serve "as the foundation for 
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understanding the structural and deep-seated nature 
of current macroeconomic events" (Goldstein and 
Hillard 2009) has no entries for "built environment," 
"capital switching," "circuits of capital," "cities," "race," 
"rent," and most other keywords found in discussions 
of the crisis by geographers. Similarly, Dumenil and 
Levy's (2011) review of heterodox explanations of the 
crisis follows Marx by distinguishing between labor 
and capital, between finance capital and productive 
capital, and between interest and profit; but despite 
the fact that house-price inflation fueled the crisis and 
land, as a non-reproducible asset, is the prime 
candidate for house-price inflation through 
ground-rent capitalization, the review does not even 
mention what Marx considered the third major class of 
modern capitalism, landlords, and their distinct source 
of revenue, ground rent. 

Geographers have been equally insular. For example, a 
recent review of "geographies of money and finance" 
focusing on "financial circuits and the 'real' economy" 
(Hall 2013) refers to no authors recognizable as 
economists of any sort, while the closest it gets to 
recognizable economics journals are The Economist 
and Financial Times. 
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There's been a lot of speculation about China's recent currency moves, 

but it's business as usual for global capitalism. 


>y Geoffrey McCormack 

(originally published on 8/15/15 in Jacobin magazine) 


China's stock market collapse and this week's multiple 
currency depreciations are big news — and rightly 
so. But much of what has been written on the topic 
has been largely descriptive rather than diagnostic. 

The recent volatility on the Shanghai and Shenzhen 
exchanges and the Chinese state's currency 
devaluation are symptoms of important changes in 
China's underlying economy, and thus warrant careful 
consideration. 

The Chinese state's move to restrain the growth of 
the stock market bubble in June and its subsequent 
maneuver to reinflate it shortly thereafter were 
both attempt to manage the symptoms of growing 
economic instability, but neither addressed its 
underlying causes. 

Since its integration into the world economy under 
the leadership of the Chinese Communist Party and 
its adoption of increasingly generalized commodity 
production, China has become subject to the same 
laws of motion and patterns of crisis as other 
capitalist countries around the globe. While its 
industrial and financial system is complex and unique 
in many ways, it is ultimately a capitalist economy 
governed by the profit motive and, as such, is prone to 
experiencing recurrent patterns of crisis. 

Capitalism is governed by the unrelenting drive for 
profit. If profits grow, businesses invest actively in 
machinery, equipment, buildings, and structures, but 
if profits stagnate or shrink this kind of investment 
suffers. Paradoxically, investment in capitalism 
depends on growing profits, but the system has 
difficulty maintaining them, and falling profits or 
random contractions of demand tend to undermine 
net new investment in industry. 

The reasons for insufficient profitability vary, but the 
results are fairly predictable — capitalists turn to 
financial speculation, scouring the markets in search of 


higher returns, often in riskier avenues. In the United 
States, waning profitability in 1997 led to the dot-com 
bubble and its subsequent collapse in 2000. This was 
followed by the inflation of the housing bubble. Like 
the United States, dried-up fields for profitable 
investment in trade and industry led to speculation in 
China in the new millennium. 

However, whereas the US went from stock bubble to 
real estate boom, the Chinese economy has gone from 
real estate boom to stock bubble. 

The growth of industrial profitability in China, while 
volatile, has slowed overall in the years following the 
global financial crisis. In 2007, profits grew by 39 
percent, but in 2008 and 2009, when demand was 
depressed in the world economy, profit growth 
dropped to 12.5 and 13 percent, respectively. In 2010, 
the mass of profit grew by 53.5 percent, only to falter 
again the following year when it grew by 16 percent. In 
2012, profit growth was below 1 percent, and in 2013 
it was 10.5 percent. In 2014, profits crossed a critical 
threshold and grew negatively. 

As a result of faltering returns on investment, the rate 
of capital accumulation — the growth of the stock of 
machinery, equipment, buildings, and structures — 
steadily decreased as well. For example, in 2007 the 
stock of machinery and other forms of capital grew by 
21 percent, but according to the latest figures, in 2013 
this rate slowed to 11 percent. 

In other words, in the seven years following the 
outbreak of the crisis, capital accumulation slowed 
by 10 percentage points. This underlying weakness in 
investment is the result of diminishing returns to 
capital, due to overaccumulation and depressed 
demand in the world economy. 

Waning capital accumulation has pushed down output 
and employment growth in China. In 2007, GDP grew 
by 14.2 percent, while in the second quarter of this 
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year, it grew at an annualized rate of 7 percent — a 
decrease by half. In the context of weakening 
profitability and depressed growth, China's debt 
quadrupled to 282 percent of GDP in 2014, and 
significantly, corporate bonds made up the largest 
portion of this debt at 125 percent of GDP. 

By comparison, US corporate bonds made up only 67 
percent of GDP in the same year, while Canada's 
comprised only 60 percent. In China, the debts of 
materials companies were 5.3 times their profits at the 
end of last year, for energy companies they were 4.4 
times, and for industrial firms they were 4.2 times core 
profits. This high level of corporate debt is important 
because it indicates ongoing problems of profitability 
and has contributed to the instability of the Chinese 
economy. 

Notwithstanding waning profitability since the onset 
of the global slump, profit growth remained positive 
over the course of the past two decades, saving 2014, 
in which profits shrank by a whopping five percent. 
This downturn in profitability was the decisive factor 
precipitating the inflation of shares on the Shanghai 
and Shenzhen stock exchanges. 

In the face of negative returns on new capital projects 
and Chinese capital controls, investors quickly aban¬ 
doned conventional fields of investment and dumped 
large sums of cash into the mainland exchanges. Gao 
Hong of Jinxi Axle Co. expressed the sentiment of 
Chinese firms: "The risk for these (capital) programmes 
is so high and the rate of return so low that we have to 
make the best decision for our investors (by) 
purchasing bank products. Last year, we made profits 
thanks to the sale of CNR shares." 

In other words, in the face of flagging profits, Jinxi 
Axle Co. and other Chinese firms secured alternative 
returns by putting money in the banks and by 
wheeling and dealing in shares. Aggravating the 
situation further, low interest rates reduced the 
incentive to save money in the banks and lowered 
short-term borrowing costs. The disincentive to 
deposit funds and the incentive to borrow money 
cheaply further encouraged debt-fueled speculation in 
stocks. 

The pecuniary surge in the stock market resulted in a 
sudden increase in the value of shares, as fever struck 
the better-paid sections of the Chinese working class 
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hoping to make an easy yuan. Margin trading — 
borrowing funds from a broker to purchase stocks — 
amplified this process and the value of shares soared. 

Towards the peak of the bubble, stocks in Shenzhen 
were trading at over 60 times earnings, almost twice 
their level at the end of last year. In June, after months 
of warning signs, panic finally eclipsed optimism when 
Chinese regulators began constraining margin lending, 
triggering a precipitous decline in share prices. 

In the context of depressed world demand, stagnant 
profits, and growing financial speculation, the Chinese 
state has undertaken extraordinary measures to shore 
up profitability, capital accumulation, and economic 
growth. In the past three days, it has depreciated the 
renminbi by nearly five percent — the largest 
devaluation in its history. This dramatic devaluation is 
not surprising considering it occurred at the same time 
that industrial profits shrank for the first time on 
record. 

The gravity of shrinking profits and accompanying 
instability has not been lost on the Chinese state. The 
policy of currency depreciation aims to make Chinese 
exports more competitive on the world market, 
thereby stimulating profitability and capital accumula¬ 
tion. The dramatic reduction in the value of the yuan 
is an unambiguous sign that the Chinese state is 
struggling to cope with critically low profits in trade 
and industry — the same weakness that led to the 
recent financial bubble. 

The crash wrought havoc on the individuals and 
families that poured their life savings into the stock 
exchange in the hopes of securing a modicum of future 
security absent any significant social safety net. Tens of 
millions of Chinese workers have been affected — and 
many have lost everything. 

Amid the deluge of commentary and rising indignation 
about the financial losses and currency depreciation, 
it is important to remember that the latest drama to 
unfold in China is a regular occurrence in capitalism. It 
is a grim reminder of the system's exceptional ability to 
create insecurity and horror seemingly without effort. 
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Socialism is Communism 

in Marx 

A note by Paresh Chattopadhyay 

(The following is an excerpt from an upcoming leftist 
critique on socialism and commodity production.) 

There is a widespread notion that socialism and 
communism are two different, successive, societies, 
that socialism is the transition to communism, and 
precedes communism. However, for Marx (and Engels) 
socialism is neither the lower phase of nor the transition 
to communism. Socialism IS communism. In fact Marx 
calls capitalism itself the 'simple transitional point' or 
'transitional phase' to the higher form of society (in 
Grundrisse,Notebook 5;Notebook 18 of the 1861-63 
Notebooks). For Marx, socialism and communism are 
simply equivalent and alternative terms for the same 
society that he envisages for the post-capitalist epoch 
which he calls, in different texts, equivalently: 
communism, socialism. Republic of Labour, society 
of free and associated producers or simply 
Association, Cooperative Society, (Re)union of 
free individuals based on the Associated Mode of 
Production, as opposed to the Capitalist Mode of 
Production. Hence, what Marx says in one of his famous 
texts - Critique of the Gotha Programme - about the 
two stages of communism could as well identically 
apply to socialism undergoing the same two stages. 

To drive home our point that socialism and 
communism in Marx mean the same social formation, 
and thereby to refute the uncritically accepted idea - 
a sequel to the Bolshevik tradition shared by all the 
Party-State regimes and their partisans following the 
1917 Bolshevik seizure of political power - of 
socialism as the first stage and being only the 
transition to communism, we can mention at least four 
of Marx's texts where, referring to the future society 
after capital, Marx speaks exclusively of 'socialism' and 
does not mention 'communism.' 
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"Generally a revolution - overthrow of the existing 
power and the dissolution of the old relations - is a 
political act. Without revolution, socialism cannot be 
viable. It needs this political act to the extent that it 
needs destruction and dissolution. However, where its 
organizing activity begins, where its aim and soul stand 
out, socialism throws away its political cover"(in his 
1844 polemic with Ruge). 

The second and the third texts are almost identical, 
appearing respectively in one of his 1861-63 
notebooks (second notebook of the 23 notebooks) 
and in the so-called 'main manuscript' for Capital III. 
Here is the 1861-63 text, in Marx's own English: 

Capitalist production...is a greater spendthrift than 
any other mode of production of man, of living labour, 
spendthrift not only of flesh and blood and muscles, 
but of brains and nerves. It is, in fact, at [the cost of] 
the greatest waste of individual development that the 
development of general men [general development of 
human beings] is secured in those epochs of history 
which prelude to [which presage] a socialist 
constitution of mankind. (our bracketed insertions) 

This text is repeated almost word for word in the 'main 
manuscript' of volume 3 of 'Capital'.(MEGA 11.4.2, 
pp.124-6.). Finally, in the course of correcting and 
improving the text of a book by a worker (Johann 
Most), meant for popularizing Capital, Marx inserted: 
“The capitalist mode of production is really a 
transitional form which by its own organism must 
lead to a higher, to a co-operative mode of production, 
to socialism". (in MEGA II.8.p.783). 
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Who Owns the Federal Reserve Bank—and Why is It 
Shrouded in Myths and Mysteries? 

By ISMAEL HOSSEIN-ZADEH 


"It is well enough that people of the nation do not 
understand our banking and monetary system, for if 
they did, I believe there would be a revolution before 
tomorrow morning." (Henry Ford) 

"Give me control of a Nation's money supply, and I care 
not who makes its laws." (M. A. Rothschild) 

The Federal Reserve Bank (or simply the Fed), is 
shrouded in a number of myths and mysteries. These 
include its name, its ownership, its purported 
independence form external influences, and its 
presumed commitment to market stability, economic 
growth and public interest. 

The first MAJOR MYTH, accepted by most people in and 
outside of the United States, is that the Fed is owned 
by the Federal government, as implied by its name: the 
Federal Reserve Bank. In reality, however, it is a private 
institution whose shareholders are commercial banks; 
it is the "bankers' bank." Like other corporations, it is 
guided by and committed to the interests of its 
shareholders—pro forma supervision of the Congress 
notwithstanding. 

The choice of the word "Federal" in the name of 
the bank thus seems to be a deliberate misnomer- 
designed to create the impression that it is a public 
entity. Indeed, misrepresentation of its ownership is 
not merely by implication or impression created by its 
name. More importantly, it is also officially and 
explicitly stated on its Website: "The Federal Reserve 
System fulfills its public mission as an independent 
entity within government. It is not owned by anyone 
and is not a private, profit-making institution" [1], 

To unmask this blatant misrepresentation, the late 
Congressman Louis McFadden, Chairman of the 
House Banking and Currency Committee in the 1930s, 
described the Fed in the following words: 

"Some people think that the Federal Reserve Banks 
are United States Government institutions. They are 
private monopolies which prey upon the people of 


these United States for the benefit of themselves and 
their foreign customers; foreign and domestic 
speculators and swindlers; and rich and predatory 
money lenders." 

The fact that the Fed is committed, first and foremost, 
to the interests of its shareholders, the commercial 
banks, explains why its monetary policies are 
increasingly catered to the benefits of the banking 
industry and, more generally, the financial oligarchy. 
Extensive deregulations that led to the 2008 financial 
crisis, the scandalous bank bailouts in response to the 
crisis, the continued showering of the "too-big-to-fail" 
financial institutions with interest-free money, the 
failure to impose effective restraints on these 
institutions after the crisis, the brutal neoliberal cuts in 
social safety net programs in order to pay for the 
gambling losses of high finance, and other similarly 
cruel austerity policies—can all be traced to the 
political and economic power of the financial oligarchy, 
exerted largely through monetary policies of the Fed. 

It also explains why many of the earlier U.S. 
policymakers resisted entrusting the profit-driven 
private banks with the critical task of money supply 
and credit creation: 

"The [private] Central Bank is an institution of the most 
deadly hostility existing against the principles and form 
of our constitution . ... If the American people allow 
private banks to control the issuance of their 
currency..., the banks and corporations that will grow 
up around them will deprive the people of all their 
property undl their children will wake up homeless on 
the continent their fathers conquered" 

(Thomas Jefferson, 3rd U.S. President). 

In 1836, Andrew Jackson abolished the Bank of the 
United States, arguing that it exerted undue and 
unhealthy influence over the course of the national 
economy. From then until 1913, the United States 
did not allow the formation of a private central bank. 
During that period of nearly three quarters of a 
century, monetary policies were carried out. 
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more or less, according to the U.S. Constitution: 
Only the "Congress shall have power... to coin money, 
regulate the value thereof" (Article 1, Section 8, U.S. 
Constitution). Not long before the establishment of 
the Federal Reserve Bank in 1913, President William 
Taft (1909-1913) pledged to veto any legislation that 
included the formation of a private central bank. 

Soon after Woodrow Wilson replaced William Taft as 
president, however, the Federal Reserve Bank was 
founded (December 23, 1913), thereby centralizing 
the power of U.S. banks into a privately owned 
entity that controlled interest rate, money supply, 
credit creation, inflation, and (in roundabout ways) 
employment. It could also lend money to the 
government and earn interest, or a fee—money that 
the government could create free of charge. This 
ushered in the beginning of the gradual rise of national 
debt, as the government henceforth relied more on 
borrowing from banks than self-financing, as it had 
done prior to granting the power of money-creation to 
the private banking system. Three years after signing 
the Federal Reserve Act into law, however, Wilson is 
quoted as having stated: 

"I am a most unhappy man. I have unwittingly ruined 
my country. A great industrial nation is controlled by its 
system of credit. Our system of credit is concentrated. 
The growth of the nation, therefore, and all our 
activities are in the hands of a few men. We have come 
to be one of the worst ruled, one of the most 
completely controlled and dominated governments in 
the civilized world. No longer a government by free 
opinion, no longer a government by conviction and the 
vote of the majority, but a government by the opinion 
and duress of a small group of dominant men" [2], 

While many independent thinkers and policy makers 
of times past thus viewed the unchecked power of 
private central banks as a vice not to be permitted to 
interfere with a nation's monetary/economic policies, 
most economists and policy makers of today view the 
independence of central banks from the people and 
the elected bodies of government as a virtue! 

And herein lies ANOTFIER MYTFI that is created around 
the Fed: that it is an independent, purely technocratic 
or disinterested policy-making entity that is solely 
devoted to national interests, free of all external 
influences. Indeed, a section or chapter in every 


college or high school textbook on macroeconomics, 
money and banking or finance is devoted to the 
"advantages" of the "independence" of private central 
banks to determine the "proper" level of money 
supply, of inflation or of the volume of credit that an 
economy may need—always equating independence 
from elected authorities and citizens with 
independence in general. In reality, however, central 
bank independence means independence from the 
people and the elected bodies of government—not 
from the powerful financial interests. 

"Independence has really come to mean a central bank 
that has been captured by Wall Street interests, very 
large banking interests. It might be independent of the 
politicians, but it doesn't mean it is a neutral arbiter. 
During the Great Depression and coming out of it, the 
Fed took its cues from Congress. Throughout the entire 
1940s, the Federal Reserve as a practical matter was 
not independent. It took its marching orders from the 
White Flouse and the Treasury—and it was the most 
successful decade in American economic history" [3], 

Another MAJOR MYTFI associated with the Fed is its 
purported commitment to national and/or public 
interest. This presumed mission is allegedly 
accomplished through monetary policies that would 
mitigate financial bubbles, adjust credit or money 
supply to commercial and manufacturing needs, and 
inject buying power into the economy through large 
scale investment in infrastructural projects, thereby 
fostering market stability and economic expansion. 

Such was indeed the case in the immediate aftermath 
of the Great Depression and WW II when the Fed had to 
follow the guidelines of the Congress, the White Flouse 
and the Treasury Department. As the regulatory 
framework of the New Deal economic policies 
restricted the role of commercial banks to financial 
intermediation between savers and investors, finance 
capital moved in tandem with industrial capital, as it 
essentially greased the wheels of industry, or 
production. Under those circumstances, where 
financial institutions served largely as conduits that 
aggregated and tunneled national savings to 
productive investment, financial bubbles were rare, 
temporary and small. 

Not so in the age of finance capital. Freed from the 
regulatory constraints of the immediate post-WW II 
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period (which determined the types, quantities and 
spheres of its investments), the financial sector has 
effectively turned into a giant casino. Accordingly, the 
Fed has turned monetary policy (since the days of Alan 
Greenspan) into an instrument of further enriching the 
rich by creating and safeguarding asset-price bubbles. 
In other words, the Fed's monetary policy has 
effectively turned into a means of redistribution from 
the bottom up. 

This is no speculation or conspiracy theory: redistribu¬ 
tive effects of the Fed policies in favor of the financial 
oligarchy are backed by undeniable facts and figures. 
For example, a recent study by the Pew Research 
Center of income/wealth distribution (published on 
December 9, 2015) shows that the systematic and 
escalating socio-economic polarization has led to a 
sharp decline in the number of middle-income 
Americans. 

The study reveals that, for the first time, middle- 
income households no longer constitute the majority 
of American house-holds: "Once in the clear 
majority, adults in middle-income households in 2015 
were matched in number by those in lower- and 
upper-income households combined." Specifically, 
while adults in middle-income households constituted 
60.1 percent of total adult population in 1971, they 
now constitute only 49.9 percent. 

According to the Pew report, the share of the national 
income accruing to middle-income households 
declined from 62 percent in 1970 to 43 percent in 
2014. Over the same period of time, the share of 
income going to upper-income households rose from 
29 percent to 49 percent. 

A number of critics have argued that, using its 
proxies at the heads of the Fed and the Treasury, the 
financial oligarchy used the financial crisis of 2008 as 
a shock therapy to transfer trillions of taxpayer dollars 
to its deep pockets, thereby further aggravating the 
already lopsided distribution of resources. The Pew 
study unambiguously confirms this expropriation of 
national resource by the financial elites. It shows that 
the pace of the rising inequality has accelerated in the 
aftermath of the 2008 market implosion, as asset 
re-inflation since then has gone almost exclusively to 
oligarchic financial interests. 


Proxies of the financial oligarchy at the helm of 
economic policy making no longer seem to be averse to 
the destabilizing bubbles they help create. They seem 
to believe (or hope) that the likely disturbances from 
the bursting of one bubble could be offset by creating 
another bubble! Thus, after dot-com bubble, came the 
housing bubble; after that, energy-price and 
emerging markets bubble, after that, the junk bond 
market bubble, and so on. By the same token as the 
Fed re-inflates one bubble after another, it also 
systematically redistributes wealth and income from 
the bottom up. 

This is an extremely ominous trend because, aside 
from issues of social justice and economic insecurity 
forthe masses of the people, the policy of creating and 
protecting asset bubbles on a regular basis is also 
unsustainable in the long run. No matter how long or 
how much they may expand financial bubbles—like 
taxes and rents under feudalism—are ultimately 
limited by the amount of real values produced in an 
economy. 

Is there a solution to the ravages wrought to the 
economies/societies of the core capitalist countries by 
the accumulation needs of parasitic finance capital— 
largely fostered or facilitated by the privately-owned 
central banks of these countries? 

Yes, there is indeed a solution. The solution is 
ultimately political. It requires different politics and/or 
policies: politics of serving the interests of the 
overwhelming majority of the people, instead of a 
cabal of financial oligarchs. 

The fact that profit-driven commercial banks and other 
financial intermediaries are major sources of financial 
instability is hardly disputed. It is equally well-known 
that, due to their economic and political influence, 
powerful financial interests easily subvert government 
regulations, thereby periodically reproducing financial 
instability and economic turbulence. By contrast, 
public-sector banks can better reassure depositors 
of the security of their savings, as well as help direct 
those savings toward socially-beneficial credit 
allocation and productive investment. 

Therefore, ending the recurring crises of financial 
markets requires placing the destabilizing financial 
intermediaries under public ownership and 
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democratic control. It is only logical that the public, not 
private, authority should manage people's money and 
their savings, or economic surplus. As the late German 
Economist Rudolf Hilferding argued a long time ago, 
the system of centralizing people's savings and placing 
them at the disposal of profit-driven private banks is a 
perverse kind of socialism, that is, socialism in favor of 
the few: 

"In this sense a fully developed credit system is the an¬ 
tithesis of capitalism, and represents organization and 
control as opposed to anarchy. It has its source in so¬ 
cialism, but has been adapted to capitalist society; it 
is a fraudulent kind of socialism, modified to suit the 
needs of capitalism. It socializes other people's money 
for use by the few" [4], 

There are compelling reasons not only for higher 
degrees of reliability but also higher levels of efficacy 
of public-sector banking and credit system when 
compared with private banking—both on conceptual 
and empirical grounds. Nineteenth century 
neighborhood savings banks. Credit Unions, and 
Savings and Loan associations in the United States, 
Jusen companies in Japan, Trustee Savings banks in 
the UK, and the Commonwealth Bank of Australia all 
served the housing and other credit needs of their 
communities well. Perhaps a most interesting and 
instructive example is the case of the Bank of North 
Dakota, which continues to be owned by the state for 
nearly a century—widely credited for the state's 
budget surplus and its robust economy in the midst of 
the harrowing economic woes in many other states. 

The idea of bringing the banking industry, national 
savings and credit allocation under public control or 
supervision is not necessarily socialistic or ideological. 
In the same manner that many infrastructural facilities 
such as public roads, school systems and health 
facilities are provided and operated as essential 
public services, so can the supply of credit and financial 
services be provided on a basic public utility model for 
both day-to-day business transactions and long-term 
industrial projects. 

Provision of financial services and/or credit 
facilities after the model of public utilities would allow 
for lower financial costs to both producers and 
consumers. Today, between 35 percent and 40 percent 
of all consumer spending is appropriated by the 


financial sector: bankers, insurance companies, 
non-bank lenders/financiers, bondholders, and the 
like [5], By freeing consumers and producers from 
what can properly be called the financial overhead, or 
rent, similar to land rent under feudalism, the public 
option credit and/or banking system can revive many 
stagnant economies that are depressed under the 
crushing burden of never-ending debt-servicing 
obligations. 
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